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Introduction 



The Strategic Management Plan (SMP) sets forth the Department of Defense (DoD) strategy for delivering 
effective business operations to support and enable the Warfighter. The objective of the SMP is to align 
and improve business operations across the Department's Business Functions as required by the 2008 
National Defense Authorization Act (NDAA). 1 The SMP establishes the goals, key initiatives, outcomes, 
performance measures, and guiding principles for the Department's business mission area. It 
communicates the strategic business direction for the Department as well as the approach for assessing 
progress toward achieving the Department's business goals. 

The SMP business goals are aligned to the Department's 
overall strategy as outlined in the 2010 Quadrennial Defense 
Review (QDR). The QDR goals set the strategic priorities for 
the Department, including a number of business and 
management improvements. The 2012 Defense Strategic 
Guidance (DSG), which reflects the President's strategic 
direction to the Department, reaffirmed these goals and 
emphasized continuing efforts "to reduce the cost of doing 
business" as one of the principles that will guide DoD force 
structure and program development in the coming years. 2 

The Department is moving toward an integrated business 
environment built on 21 st century capabilities, enabled by cutting-edge technologies. Reorienting the 
management of Defense business around cross-functional end-to-end processes enables informed 
enterprise-wide decisions, guides the selection of targeted investments in business capabilities, and 
drives interoperability, efficiency and fewer duplicative systems. The Department is transforming its 
business through key initiatives, including Audit Readiness, Better Buying Power (BBP), and mobile and 
web-enabled applications. The SMP provides a management framework to accomplish these initiatives 
and create an effective, yet simplified business environment. 



" The current fiscal environment requires 
different , more strategic , thinking about 
how to make budget decisions and achieve 
the mission within the fiscal targets that 
are provided without disrupting the 
mission . " 

- The Honorable Elizabeth A. 
McGrath, Deputy Chief Management 
Officer 



1 Section 904 of Public Law 110-181 

2 U.S. Department of Defense, “Sustaining U.S. Global Leadership: Priorities for 21 st Century Defense,” January 2012. Available at 
http:/ / www. defense.gov/news/Defense_S trategic_Guidance.pdf (accessed March 5, 2013). 
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The SMP for fiscal years (FY) 2014 - 2015 establishes four strategic goals (see Table 1) to guide the 
Department's business investments and activities. 



FY2014 - FY2015 Goals 


lift 


Goal 1: Optimize DoD personnel by developing and instituting policies and practices that 
focus on readiness and support for Service members, their families, those transitioning to 
veteran status, and civilian staff, in a constrained fiscal environment 




Goal 2: Strengthen DoD financial management to respond to Warfighter needs and sustain 
public confidence through auditable financial statements 




Goal 3: Build agile and secure information capabilities to enhance combat power and decision 
making while optimizing value 


■PS* 


Goal 4: Strengthen DoD Acquisition processes, spanning requirements determination, 
development, procurement, support and disposal to ensure that the Department's force 
structure and supporting infrastructure is modernized, recapitalized, and sustained within 
available resources 



Table 1: FY2014 - FY2015 SMP Goals 
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Strategic Context 

Size and Complexity of the Department of Defense 

The Defense enterprise is the largest and most complex organization in the world. With roughly three 
million employees, almost 5,000 locations, and a budget of more than $600 billion, the Department is 
bigger than any Fortune 500 company today (see Figure 1). The Defense footprint comprises 2.2 billion 
square feet in building space, with the Army alone utilizing the equivalent of more than twice the total 
office space in New York City. The Department is also the largest health care provider, caring for almost 
9.6 million military members, retirees and their families. The DoD also executes a multibillion dollar 
global supply chain that manages an inventory of five million line items. With such massive scale and a 
complex operating environment, it is crucial for DoD to efficiently execute its business operations. 
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Figure 1: DoD budget comparison with other federal departments and leading Fortune 500 company revenues 3 



3 National Defense Budget Estimates for FY2014, May 2013; Budget of the United States Government (FY2013); Fortune 500 List (FY2012) 
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Opportunities to Improve Business Operations 

To effectively manage business capabilities, the Department maintains a portfolio of strategic initiatives 
across core support functions, such as Financial Management (FM), Personnel and Readiness (P&R), 
Acquisition and Logistics, and Information Technology (IT). While the Department successfully executes 
business operations, there are several opportunities to create greater synergies across the enterprise. For 
example, the Department needs to: 

• Better project, prioritize, and plan the 
expenditures for the business mission 
area to drive more informed business 
decisions that support the mission, 
assess risk, and focus on cost as 
opposed to budget, as a primary 
measure of performance 

• Further limit duplicative systems and 
deliver enterprise-wide capabilities, 
where appropriate, that align to end-to- 
end business processes 

• Continue to implement 21 st century 
business operating models, processes, 
and technology to measurably improve 
cost effectiveness with an emphasis on 
return on investment 

• Better align programs, people, and 
budgets to achieve significant 
improvement in functional capability 

• More readily access, aggregate, and 
translate data into information to gain 
valuable insights that drive informed 
decision making 

• Proactively address interdependencies, reduce risk, and deliver business capabilities in an 
integrated fashion by increasing coordination across DoD 

These opportunities are the basis for the guiding principles, which are aimed at shaping a leaner, more 
integrated and simplified business environment. 
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Guiding Principles 



This SMP describes a multiyear journey toward a transformed 
enterprise. To succeed, the organization must be prepared to take the 
journey and to marshal its commitment to DoD's higher goals. While 
the near-term goals are very clear and the actions required to reach 
those goals are well-understood, the connection across and between 
goals is equally important to support cross-functional execution. To 
help guide business decisions at all levels of the Department, DoD 
has introduced a set of guiding principles pertinent to the entire 
Defense business area. These principles are the doctrine for managing the business of Defense. Like 
private sector enterprises and many government agencies, DoD is improving business operations by 
transitioning from labor-intensive, paper-based, siloed processes to more streamlined, technology- 
enabled approaches. Technology is one enabler; however, leveraging concepts such as understanding 
cost, developing efficient end-to-end processes, reinforcing business alignment, strategically modernizing 
and rationalizing systems, and managing risk will also help move the Department toward achieving its 
key SMP goals and improving its overall approach to managing business operations. 




1 . Instill a Cost Culture: Developing a strong cost culture is critical to delivering value to the 
Warfighter. A cost culture means the Department will not only utilize budget data as a measure of 
performance but also use cost data to develop a true understanding of operational business 
expenditures. Knowing what it costs to deliver business capabilities will allow leaders to assess the 
return on investment, leading to improved decision making. 

2. Institutionalize an End-To-End Business Process Perspective: We execute our mission across both 
organizations and functions. Given the size and complexity of the DoD business mission space, it is 
imperative that business processes are understood and executed in a holistic end-to-end view that cut 
across these functional and organizational boundaries. This perspective facilitates the effective use of 
process improvement, investment decision making, and risk management techniques to guide 
ongoing business transformation. 

3. Align Business Operations: Business operations are inextricably linked to the success of the national 
security mission. As such, the Defense community must continually synchronize its goals, initiatives, 
and performance measures with the Department's strategic guidance to enable alignment of business 
activities to support the mission. 

4. Modernize and Rationalize Business Systems: Updated and streamlined business systems will lead 
to a simplified and efficient business environment. Using an end-to-end business process perspective, 
the Department is identifying and eliminating business system redundancies, creating 
interoperability, and achieving data transparency resulting in greater return on investment and more 
effective support to the Warfighter. 

5. Manage Business Risk: There are a number of challenges to the execution of the Department's 
business transformation goals. It is critical that the Department proactively identify, assess, and 
mitigate these challenges through a robust and comprehensive risk management framework. 
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Guiding Improved Business Operations through Governance 

The business transformation activities of the 
Department are vast and complex. As such, the 
governance of these activities is critical to align 
the Department's vision and goals for 
improved business operations to gain the 
desired outcomes sought across the business 
mission space. The Defense Business Council 
(DBC) was created in October 2012 as the 
principal subsidiary governance body of the 
Deputy's Management Action Group (DMAG) 
to oversee Defense business operations. 4 The 
DBC provides unified direction and leadership 
among the Department's Functional Areas and 
Components to synchronize actions across 
business areas and end-to-end processes. It also empowers cross-functional, collaborative actions to 
optimize DoD business management and promote transparency. The Council includes strong Joint Staff 
representation to ensure alignment to the warfighting mission area. The DBC also coordinates activities 
with other DoD governance groups to include the Financial Improvement and Audit Readiness (FIAR) 
board, the Defense Human Resources Board (DHRB), the Chief Information Officer (CIO) Executive 
Board, and other governance bodies across the military departments and Defense agencies as 
appropriate. By undertaking these activities, the DBC is one of the primary and essential entities 
overseeing and managing the execution of the SMP. 

Link to Overarching DoD Strategy 

The QDR is the Department's strategic plan and establishes the priority objectives for DoD. Specifically, 
the 2010 QDR set five strategic goals: 

1. Prevail in today's wars 

2. Prevent and deter conflict 

3. Prepare to defeat adversaries and succeed in a wide range of contingencies 

4. Preserve and enhance the all- volunteer force 

5. Reform the business and support functions of the Defense enterprise 




4 The Deputy's Management Action Group (DMAG) serves as the Defense Business Systems Management Committee (DBSMC), which is a joint 
committee of senior leaders responsible for executing a common approach across Departmental processes. 
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The SMP establishes business goals that directly support these strategic goals. As such, the SMP provides 
a vital link between the overarching DoD strategy, as defined in the QDR and the DSG (released in 
January 2012 to provide a blueprint for the Joint Force in 2020), and the business transformation goals 
and initiatives for the business mission space. Figure 2 depicts the linkage between the Department's 
strategy documents. 



The President's National Security Strategy calls for a comprehensive range of 
national actions by the United States' national security agencies. In the Quadrennial 
Defense Review, the Department of Defense establishes its long-term strategy to 
address today's conflicts and tomorrow's threats. 



Included in the 2010 QDR is a goal to "Reform the Business and Support Functions 
of the Defense Enterprise;" to accomplish this, the Strategic Management Plan 
establishes the Department's priority business goals, initiatives, and performance 
measures. The SMP, which is required by the 2008 National Defense Authorization 
Act, focuses the Department's attention on the most critical business initiatives to 
better support the Warfighter. 



Each business mission area has strategic guidance documents that comprehensively 
outline their respective goals and initiatives. These documents are used to develop 
Functional Strategies, which demonstrate how the Functions plan on supporting 
the Department's business goals. The highest-priority initiatives in the Functional 
Strategies inform the development of the SMP's goals and initiatives. 

Figure 2: Relationship between the SMP and Other Defense Strategy Documents 



National Security Strategy 



Quadrennial Defense Review 



Strategic Management Plan 



Business Goals 



Key Initiatives 



Performance Measures 



Business Mission Area Strategies 
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Integrated Business Framework 



The Integrated Business Framework (see Figure 3) depicts the Department's cross-functional business 
approach. This framework enables strategic alignment, identification of cost drivers, measurement of 
business outcomes and benefits, and determination of return on investment for the Defense business 
initiatives. First, the Department's strategic documents, including the National Security Strategy (NSS), 
the QDR, the DSG, and the SMP drive the development of functional-level strategies aimed at meeting 
the Department's business objectives. These Functional Strategies inform the goals and inititives outlined 
in the SMP. Components then develop Organization Execution Plans (OEP) to describe how they will 
execute their respective plans to meet the functional needs. The DBC then reviews investments in a 
systematic way by examining their utility, strategic alignment, cost, and compliance to legislation and 
regulations. The end result for DoD is better informed investment decisions that are closer aligned to 
mission priorities and that yield a positive return on investment. 




Investment Review 
Board 



Responsibilities 

■ Review alignment of 
Functional Strategies 

■ Data-driven assessment 
ofOEPs 

■ Recommend 
certification of funds 

Investment Criteria 




Yield ROI 



Outputs 

Functional Strategies 
Organizational Execution Plans 
Decision Memoranda 
Enterprise Transition Plan 
Revisions to BEA and SAIP 



Outcomes 

Smart investments that align to 
mission priorities 

Integrated, cross-functional enterprise 
view of Defense business system 
investments 

Alignment of SMP, functional and 
organizational strategies, Business 
Enterprise Architecture and 
Enterprise Transition Plan 



Identify Benefits 



End-to-End Processes 



Figure 3: Integrated Business Framework 



Progress to Date 

Each year, the Department undertakes activities focused on developing a more agile, integrated, and 
transparent business environment. And while this document is focused on FY2014 - FY2015, Appendix 1 
highlights a few of the business achievements that are providing significant value to DoD and the nation, 
based on the FY2012 - FY2013 SMP goals. During FY2014 - FY2015, the Department will continue to track 
progress towards the goals and initiatives outlined in this plan to demonstrate DoD's ongoing progress. 
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FY2014 - FY2015 Goals, Key Initiatives, and 
Performance Measures 



The FY2014 - FY2015 SMP articulates both business goals and associated key initiatives, as defined by the 
Principal Staff Assistants (PSAs) 5 , in coordination with the DoD Deputy Chief Management Officer 
(DCMO). The SMP is focused on the Department's high priority business goals; there are also a number 
of additional ongoing initiatives that are not contained herein, but contribute to overall business 
improvements. 

The Department's business goals provide a holistic 
view of DoD business operations and emphasize the 
objectives toward which Defense improvement efforts 
are directed. The goals are structured to engage 
multiple levels of the organization using a 
cross-functional approach. The FY2014 - FY2015 SMP 
goals were developed collaboratively with input from 
leadership across the organization. The intent is to use 
these business goals to guide the Department's 
business investments and activities. 

Key initiatives are the primary activities necessary to achieve goals. The SMP captures the initiatives most 
directly linked to the Department's desired business outcomes. Resource needs are linked to key 
initiatives to prioritize these as critical activities among other business objectives. In addition, the SMP 
details performance measures associated with each goal. Performance measures are a standard or basis 
for comparison used to assess the progress made toward each business goal based on qualitative or 
quantitative data over a period of time. Outcomes are the desired end-state once the goal has been 
achieved. The goals, initiative milestones, performance measures, and outcomes will be incorporated into 
an SMP Roadmap for business operations improvements. This SMP Roadmap will provide DoD leaders 
with a common operating picture of upcoming business improvement activities. Table 2 summarizes the 
FY2014 - FY2015 SMP goals and key initiatives. 




5 FY2014 - FY2015 SMP goal owners: Under Secretary of Defense for Personnel and Readiness (USD (P&R)), Under Secretary of 
Defense (Comptroller) /Chief Financial Officer (CFO), DoD Chief Information Officer (CIO), Under Secretary of Defense for 
Acquisition, Technology and Logistics (USD (AT&L)) 
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SMP Goal 


Key Initiatives 


1 


Optimize DoD Personnel Readiness 
Posture 
USD(P&R) 

Aligned to QDR Goals 1,3 &4 

Optimize DoD personnel by 
developing and instituting policies and 
practices that focus on readiness and 
support for Service members, their 
families, those transitioning to veteran 
status, and civilian staff, in a 
constrained fiscal environment 


• Ensure that Service members who are transitioning to veteran status have 
the tools they need 

• Virtual Electronic Military Accessions enable the exchange of applicant data 
with Service recruiting, personnel, and medical record systems, enterprise 
data verification services and promote the use of distributed business 

■ processes 

• Force Structure Visibility improves and enhances timeliness and visibility of 
Fourth Estate and Component Force Structure information through standard 
data initiatives and interoperability solutions 

• Health care management opportunities to reduce overall costs will be 
identified through holistic analysis and validation of all systems being used 
to manage health care and services 


2 


Strengthen DoD Financial 
Management 
USD(C)/CFO 
Aligned to QDR Goal 5 

Strengthen DoD financial management 
to respond to Warfighter needs and 
sustain public confidence through 
auditable financial statements 


• Execute Financial Improvement Audit Readiness strategy and plans to 
achieve audit readiness by FY2017 

• Implement standards to ensure accurate and timely posting of accounting 
events and to improve interoperability across core financial management 
and feeder systems 

• Improve, standardize, and reengineer financial management processes to 
gain efficiency in financial management operations in order to produce 
better financial information to support decision making 

• Maximize financial management operational capabilities through technology 
to achieve a positive return on investment and lower cost of financial 
management operations 

• Champion a strong and capable financial management workforce 


3 


Build Agile and Secure Information 
Capabilities 
DoD CIO 

Aligned to QDR Goal 5 

Build agile and secure information 
capabilities to enhance combat power 
and decision making while optimizing 
value 


• Enable secure, mobile, and mission-driven access to information across the 
enterprise 

• Provide enterprise IT infrastructure and services across DoD 

• Establish a multi-provider DoD enterprise cloud environment 

• Advance and evolve IT infrastructure to support mobile devices and promote 
development and use of DoD mobile and web-enabled applications 

• Implement improved cybersecurity through continuous monitoring and 
global identity and access management. 

• Implement changes to IT and cybersecurity workforce management 

• Provide strategic sourcing of hardware, software, and services 


4 


Strengthen DoD Acquisition 
Processes 
USD(AT&L) 

Aligned to QDR Goals 1,3 & 5 

Strengthen DoD Acquisition processes, 
spanning requirements determination, 
development, procurement, support and 
disposal to ensure that the Department’s 
force structure and supporting 
infrastructure is modernized, 
recapitalized, and sustained within 
available resources 


• Implement and enforce affordability-based constraints on program 
acquisition and sustainment costs 

• Provide incentives to industry to seek economies that drive down DoD 
procurement and life-cycle costs 

• Increase the use of competition to control costs of goods and services 

• Increase the productivity of each Military Department’s Acquisition System 

• Increase distribution effectiveness through Strategic Network Optimization 

• Reduce on-hand excess inventory and on-order excess inventory in 
accordance with the Comprehensive Inventory Management Improvement 
Plan 

• Improve Asset Visibility throughout the end-to-end supply chain 

• Increase, by one percentage point annually, the amount of contract 
obligations that are competitively awarded 

• Eliminate excess infrastructure through Base Realignment and Closure and 
European Infrastructure Consolidation Initiative 

• Reduce facility operating costs by increasing energy efficiency 



Table 2: FY2014-FY2015 SMP Goals and Key Initiatives 
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Goal 1: Optimize DoD Personnel Readiness 
Posture 

Optimize DoD personnel by developing and instituting policies and practices that focus on 
readiness and support for Service members, their families, those transitioning to veteran 
status, and civilian staff, in a constrained fiscal environment. 



People are the Department's most valuable asset and they are crucial to achieving all aspects of our 
mission. Taking care of our Service members, their families, and our civilian staff, especially during the 
ongoing drawdown after a decade of conflict, is a commitment that DoD continues to honor. In this goal, 
we are addressing issues that cover all personnel, with particular focus on maintaining a highly skilled 
military and civilian workforce; providing quality and affordable health care to our military members 
and their families; keeping our commitment to military families; ensuring military, civilian, and family 
readiness; providing transition assistance; and ensuring benefits and health care for our veterans and 
wounded warriors. 

To effectively address these issues, we continue to institute policies and practices that focus on readiness 
and supporting Service members and their families as well as our civilian staff. Additionally, this goal 
focuses on how to achieve lasting success for transitioning Service members both in preparing them for 
careers beyond the military and 
ensuring a smooth transition from 
active duty to veteran status. At the 
same time, we are focused internally 
to maintain high-quality military 
member and family benefits and 
health care as well as achieving the 
right workforce mix at a time of 
acute fiscal constraint. 

In the coming years, the fiscal 
landscape will continue to be 
challenging and personnel costs will 
likely drive many of the 
Department's future strategic 
decisions. Therefore, it will be 
imperative that the Department makes the most efficient use of the Total Force. One component of that 
force is the Department's highly effective part-time military force - the National Guard and Reserve. The 
National Guard and Reserve have proven to be a ready and effective force over the past 12 years of 
conflict. Going forward, these citizen Service members will be an essential element of how the 
Department achieves the goal of optimizing a holistic DoD personnel readiness posture. The National 
Guard and Reserve provide the Department a cost effective means of maintaining required capability and 
capacity at reliable readiness with acceptable risk. All future personnel decisions will consider how the 
National Guard and Reserve Component contribute to the solution set. 





Page I 14 



Kfl Strategic Management Plan 

I VI The Business of Defense FY2014 - FY2015 



Strategic Management Plan FY2014 - FY2015 



The outcomes, key initiatives, performance measures, and targets (see Table 3) all aim to provide our 
people with the means to achieve success, whether Active and Reserve Service members, their families, or 
our civilian staff. Targeting areas such as transition, readiness, and strategic human capital planning 
ensures that the Department remains agile and responsive regardless of the current fiscal realities. 
Additionally, these measures go beyond optimization of the DoD total workforce mix to address those 
critical support areas that allow our Service members and civilians to better focus on mission. 



Optimize DoD Personnel Readiness Posture 

USD(P&R) 



Key initiatives 



Ensure that Service members 
who are transitioning to veteran 
status have the tools they need 



Virtual Electronic Military 
Accessions enable the 
exchange of applicant data with 
Service recruiting, personnel, 
and medical record systems, 
enterprise data verification 
services and promote the use of 
distributed business processes 



Force Structure Visibility 
improves and enhances 
timeliness and visibility of 
Fourth Estate 6 and Component 
Force Structure information 
through standard data initiatives 
and interoperability solutions 



Performance measures ■ Targets 



Percent of eligible Service 
members who separated and met 
Career Readiness Standards prior 
to their separation 



Percent of Non-prior service AC 
and RC accessions; who are High 
School Diploma Graduates 
(PISDG) (Tier 1); who score above 
the 50th percentile (Categories I- 
IIIA) on the Armed Forces 
Qualification Test (AFQT);who 
score at or below the 30th 
percentile (Cat IV) on the AFQT 



Percent variance in Active 
Component end strength 



Percent variance in Reserve 
Component end strength 



65% of eligible Service members 
who separated met Career 
Readiness Standards prior to their 
separation 



AC/RC Non-prior Service 
Accessions should be: 

No less than 90% PISDG (Tier I) 

No less than 60% Cat l-IIIA 

No more than 4% Cat IV 



For each fiscal year, the DoD Active 
Component end strength will not 
vary by more than three percent 
from the SECDEF/NDAA-prescribed 
end strength for that fiscal year 

For each fiscal year, the DoD 
Reserve Component end strength 
will not vary by more than three 
percent from the SECDEF/NDAA- 
prescribed end strength for that 
fiscal year 



6 "Fourth Estate" consists of DoD entities not in the military Departments or the combatant commands. These include the Office of 
the Secretary of Defense, the Joint Staff, the Office of the Inspector General of DoD, the defense agencies, and DoD field activities. 



Strategic Management Plan 

I VI The Business of Defense FY2014 - FY2015 



Page I 15 









Strategic Management Plan FY2014 - FY2015 



Key initiatives 




Performance measures 




Targets 






Number of days for all external 
civilian hiring actions (end-to-end) 
timeline 




The Department will maintain its 
timeline for all external (direct hire 
authority, expedited hire authority, 
and delegated examining) civilian 
hiring actions at 80 days or less 








Health care management 
opportunities to reduce overall 
costs will be identified through 
holistic analysis and validation 
of all systems being used to 
manage health care and 
services 




Average percent variance in 
Defense Health Program annual 
cost per equivalent life increase 
compared to average civilian 
sector increase 




The DoD will maintain an average 
Defense Health Program (DHP) 
medical cost per equivalent life 
increase at or below the average 
health care premium increase in the 
civilian sector 



Outcomes 



• Provide the benefits and health care critical to retaining the best force, supporting our veterans, and caring for 
our Wounded Warriors to include ensuring Service members are confident that they can meet their personal 
goals as Veterans be it employment, higher education or small business success 

• Ensure that we maintain a highly-skilled military and civilian workforce shaped for today’s and tomorrow’s 
needs 

• Strengthen individual and mission readiness and family support, and promote well-being 

• Manage health care costs while delivering quality health care and improving medical readiness 



Table 3: SMP Goal 1 - Key Initiatives, Performance Measures, Targets and Outcomes 



Page I 16 



RA Strategic Management Plan 

I VI The Business of Defense FY2014 - FY2015 








Strategic Management Plan FY2014 - FY2015 



Goal 2: Strengthen DoD Financial Management 




Strengthen DoD financial management to respond to Warfighter needs and sustain public 
confidence through auditable financial statements. 



As the U.S. government strives to "put [its] fiscal house in order/' 7 the Department is working to execute 
its mission with fewer resources. Budgetary uncertainties compound the Department's fiscal challenges 
and have the potential to negatively affect mission readiness. 8 To respond to these challenges the DoD is 
emphasizing more disciplined use of resources and strengthening financial management. The 
Department must make future choices based on timely, accurate, and reliable data. Focusing on costs and 
benefits, instead of budget, in investment decisions will drive a paradigm shift in how the Department 
thinks about and manages its finances. This focus, coupled with ongoing audit readiness and process and 
data standardization efforts, informs the financial management key initiatives that seek to address these 
challenges and strengthen financial management to produce better information for decision making. 
Auditability will remain an important goal for the Department. As is the case in the private sector, DoD 
needs to provide transparency into the Department's finances and be able to communicate those results 
to stakeholders, to ensure good stewardship of resources, and mitigate critical risks to financial 
operations. The directive by the Secretary of Defense that requires audit readiness 
of the processes and systems supporting the Statement of Budgetary Resources (SBR) for general funds 
by the end of 2014 and audit 
readiness of all DoD financial 
statements by 20 17 9 provides the 
Department with a target upon 
which to focus its Financial 
Improvement Audit Readiness 
(FIAR) Plan. The Department's audit 
readiness strategy calls for limiting 
the scope of the first year, FY2015 
audits to the Schedule of Budgetary 
Activities (SB A). Initial General Fund 
SBA audits will not include balances 
prior to September 30, 2014 activity. 

Once a Component successfully 
audits its current year appropriation 

activity, it will then begin an audit of its complete SBR. The execution of the FIAR Plan will also lead to 
an increased emphasis on accountability of assets and transparency. 




7 DoD, “Sustaining U.S. Global Leadership.” 

8 Deputy Secretary of Defense Memorandum “Handling Budgetary Uncertainty in Fiscal Year 2013” 10 January 2013. 

9 National Defense Authorization Act for Fiscal Year 2013 
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In order to execute the Department's FIAR Plan and achieve auditability, the DoD must continue to 
streamline and modernize business systems and advance the professionalism of the financial 
management workforce. Consistent processes and data standards will help establish a technology 
environment that is primed for expansion through the use of modern technology including Enterprise 
Resource Planning (ERP) systems. The Department will focus on maximizing return on investment by 
rationalizing system investments and driving more functionality of ERP systems, where appropriate. The 
DoD FM Certification Program is one of the most innovative and significant changes for the FM 
workforce to date. Certification provides the framework to advance the professionalism of financial 
managers and to adapt to future requirements. It is designed to maintain a capable workforce better able 
to assist commanders and managers in using information and making decisions, as well as supporting 
the Secretary of Defense and the USD(C)/CFO's goals to achieve auditable financial statements. Table 4 
summarizes DoD's financial management goal. 



Strengthen DoD Financial Management 

USD(C)/CFO 



Key Initiatives 




Performance Measures 




Targets 








Execute the Financial 
Improvement Audit Readiness 
strategy and plans to achieve 
audit readiness by FY2017 




Percent of DoD Funds Balance with 
Treasury validated 

Percent of DoD SBA validated 

Percent of DoD mission-critical 
assets (Real Property, Military 
Equipment, General Equipment, 
Operating Materials and Supplies 
and Inventory Balances) validated 
for existence and completeness 




FY2014: 100% 

FY2014: 100% 
FY2014: 55% 








Implement standards to 
ensure accurate and timely 
posting of accounting events 
and to improve interoperability 
across core financial 
management and feeder 
systems 




Compliance to Standard Line of 
Accounting (SLOA) by April 2014 
(No. of systems) 

Compliance with Standard Financial 
Information Structure/ United States 
Government Standard General 
Ledger (SFIS/USSGL) (No. of 
validations completed by December 
2013, percent of systems compliant) 

Compliance to Accounts Receivable 
Principle Balance (ARPB) 
Delinquent Debt Management Data 
Standard (No. of systems) 




FY2014 (April): Compliance to 
SLOA 

FY2014 (December): 100% 
compliance to SFIS/USSGL 

Compliance to ARPB Delinquent 
Debt Management Data Standard 








Improve, standardize, and 
reengineer financial 
management processes to 
gain efficiency in financial 




Decrease Unmatched Transactions 
(UMTs) greater than 1 20 days old 




FY2014: Target is under 
development 
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Key Initiatives 




Performance Measures 




Targets 




■ 




■ 





management operations in 
order to produce better 
financial information to support 
decision making 




Decrease delinquent outside DoD 
intergovernmental accounts 
receivables 

Reduce commercial improper 
payments 




FY2014: Target is under 
development 

FY2014: Target is under 
development 












Maximize financial 
management operational 
capabilities through 
technology to achieve a 
positive return on investment 
and lower cost of financial 
management operations 




Number of legacy systems retired 




10% reduction in total financial 
management systems costs 












Champion a strong and 
capable Financial 
Management workforce 




Participation in the DoD financial 
management Certification Program 




FY2014: 46% 












Outcomes 





• Legal, effective, and efficient use of DoD resources 



• Interoperability among business systems that provide better financial information 

• Alignment of resources to prioritized activities 



Table 4: SMP Goal 2 - Key Initiatives, Performance Measures, Targets and Outcomes 



RA Strategic Management Plan 

I VI The Business of Defense FY2014 - FY2015 



Page I 19 











